The Federal Reserve Bank of St. Louis, together with state banking authorities, has responsibility for the supervision of 71 state-chartered banks in the Eighth District which have elected to become members of the Federal Reserve System. The Bank makes annual examinations of state member banks in order to evaluate their assets, liabilities, capital accounts, liquidity, operations, and management. Attention also is focused on compliance with applicable laws and regulations.
Banking authorities use the information gathered through such examinations to direct attention to potential problems or unsatisfactory conditions at the banks. Supervision seeks to foster an effective banking system in which the public interest is safeguarded. Page 16 Although they have authority to examine all member banks, Federal Reserve Banks generally do not examine national banks, all of which are required to be members of the Federal Reserve System. Primary responsibility for examination of the 336 national banks in the Eighth District lies with the office of the Comptroller of the Currency. The Federal Deposit Insurance Corporation (FDIC) and respective state banking authorities examine state nonmember banks that are insured by the FDIC, while noninsured banks are examined only by state authorities.
Federal Reserve Banks also are responsible for supervision and regulation of bank holding companies. At the end of 1978, the Federal Reserve Bank of St. Louis had jurisdiction over 20 multibank and 97 one-bank holding companies, compared to 20 and 88, respectively, at the end of 1977. Prior approval must be obtained from the Federal Reserve System for bank holding company formations, acquisitions of additional banks and nonbank subsidiaries, and tie novo expansions of existing subsidiaries. Applications for such bank holding company activities are analyzed by the Bank Supervision and Regulation Department, as well as the Bank's Legal and Research Departments. These departments consider the history, financial condition, and future prospects of the institutions involved and evaluate the quality of management. They also assess the legal aspects of any proposal and its likely effect on banking and uonbanking competition. verify accuracy and completeness, to ascertain the current financial condition of the holding company and its subsidiaries, and to determine compliance with applicable laws and regulations. Examination reports prepared by the primary Federal supervisory agency of the respective bank subsidiaries also are analyzed to determine the overall condition of such subsidiaries. In addition, on-site inspections of bank holding companies and their nonbank subsidiaries are conducted by Division personnel. The purpose of these inspections is similar to that of examinations of banks.
Check Coiiec-tzo-n
The service of collecting and clearing checks drawn on member and nonmember banks is a major activity of this Bank. Payment for the items cleared is accomplished on the day of presentment by a charge to the reserve account of the member bank or to the reserve account of a member correspondent. Checks drawn on nonmember banks also are paid for on the day of presentment by a charge to the account of a specified member correspondent.
During 1978, the four Federal Reserve Bank of St. Louis offices cleared 744 million checks totaling $317 billion. This reflects increases of more than 7 percent in the number of checks cleared and 11 percent in dollar value when compared with 1977 check clearing activity.
A major goal of the Federal Reserve System is to provide a speedy check payments mechanism. To this end, a Regional Check Processing Center (RCPC) program was implemented during the early 1970s to increase the speed of the check payment process and to facilitate return -of dishonored items, The RCPCs that have been in operation in the Eighth Federal Reserve District since 1972 continue to facilitate the overnight collection of items drawn on banks in the RCPC area, thereby permitting prompt credit and payment for these checks.
Electronic Trans far of Enn.d-s
"Electronic funds transfers" -or "wire transfers"
-have been used for many years to facilitate transfers of balances between banks. The Federal Reserve and its member banks utilize a computer network for transferring funds nationwide. Using this system, many member banks render more efficient service to their customers and effect payment for the purchase and sale of Fed funds. Nonmember banks benefit from this service indirectly through correspondent member banks.
Settlement for such transfers is made by debits and credits to reserve accounts. Generally, transfers through this network are for large amounts, with no charge levied for transfers of $1,000 or more. Member banks also utilize these facilities to transfer marketable government securities. All four Federal Reserve offices and 23 commercial banks in the Eighth District with a significant volume of transfers are currently participating in this network. Several other banks are considering the installation of terminals to take advantage of the service, whose reliability and speed permit major efficiencies in comparison to the standard procedure of shipping checks. Nearly 400 member banks nationwide have installed on-line terminals connected to their Federal Reserve District computers. Member banks not having on-line terminals may telephone their transfers to their local Federal Reserve office where transfers are entered into the wire transfer system over Federal Reserve Bank terminals. Terminal installations at the banks are connected to the computer at the St. Louis Federal Reserve office, which is the switching center for the Eighth District. Operators of the terminals in the commercial banks can initiate transfers directly from their banks, at which time the transfers are processed automatically through the computer at the St. Louis office and directed through a central switching computer at Culpeper, Virginia, to another Federal Reserve District for the account of the receiving commercial bank, Transfers of funds may also be made between member banks in the same District. If the receiving bank is on-line, transfers are switched automatically to that bank's terminals through its Federal Reserve District computer.
By transferring funds electronically, all necessary information for completing the transfer is obtained. Third-party information may be entered to identify the originator and/or the recipient of the funds, Member bank reserve accounts are debited and credited automatically, and banks with on-line terminals receive an immediate record of each transaction at its conclusion. The use of electronic equipment for transfers of funds has reduced the time required for completion of a typical transaction from almost an hour to a matter of minutes.
With the installation of on-line terminals at the 23 District commercial banks, about 4,200 transactions per day are sent and received electronically and thus do not require manual processing by Eighth District personnel. This represents 71 percent of total transfers processed, Volume and dollar amounts of transfers processed by the Eighth District continue to increase. During 1978, nearly 1.5 million transfers amounting to $1,154 billion were completed by the Federal Reserve Bank of St. Louis and its branches. This is a 29.4 percent increase in number and an 11.5 percent increase in value over the previous year. More on-line banks are expected to be added to the system in 1979. began handling the payroll for the Air Force. In 1978, these operations were expanded to include payments to Navy retirees.
The electronic funds transfer system (EFTS) currently is used in the Eighth District for the settlement of a variety of Federal recurring payments. Social Security payments constitute the largest category, with a monthly volume of 387,000 payments. Monthly volumes also include 19,000 Civil Service Annuity payments, 14,000 railroad retirement payments..~32,000 Veterans Administration payments, 44,000 Air Force payments, 14 CIA retirement payments, and 3,000 Navy retirement payments. In addition, 2,000 revenuesharing payments are processed on a quarterly basis.
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An automated clearing house (ACH) provides for the exchange of payments on magnetic tape, in contrast to traditional clearing houses which provide for such payment exchanges with batches of paper checks.
The St. Louis Reserve Bank and each of its branches operate automated clearing houses and, since late 1978, are linked to a coast-to-coast network of financial institutions automatically handling pre-authorized payments via electronic communications and using Federal Reserve System facilities. The interregional network consists of 32 automated clearing house associations. It links approximately 9,400 banks and 1,500 thrift institutions which are members of these associations with 6,000 customer corporations. 
La-ruling
Three types of credit are available to member banks in the Eighth Federal Reserve District shortterm adjustment, seasonal, and emergency credit, Member banks may make temporary adjustments in their reserve positions due to deposit losses, unexpected or unusual requests for loans, or other changes they encounter. Member banks which have highly seasonal loan demands may apply to this Bank for seasonal credit. Such loan demands are due primarily to a recurring pattern of change in deposits and loans. Under seasonal credit, member banks may maintain a portion of their liquid assets in the form of Federal funds (loans of excess reserves to other banks), as long as such holdings conform to the bank's normal operating experience. Arrangements for this type of credit should be made in advance. Credit for longer periods also is available to member banks to meet emergency conditions which may result from unusual local, regional, or national financial situations, or adverse circumstances where member banks are involved.
The discount rate is the rate of interest charged by the Federal Reserve Bank on loans to member banks. The level of the discount rate, in relation to other short-term market rates, has an influence on the volume of credit extended by the Federal Reserve Bank. When the discount rate is higher than other market interest rates, member banks usually choose to obtain funds from other sources to make temporary reserve adjustments. When the discount rate is low in relation to other market rates, member banks tend to rely more heavily on the Federal Reserve for funds.
At the beginning of 1978, the discount rate stood at 6 percent. The rate was increased seven times during the year and, at year's end, was 9½percent, the highest since the Eighth District began operations in 1914. Throughout virtually all of 1978, however, the discount rate was below other short-term interest rates. As a result of this difference between rates, member bank borrowings in the Eighth District were relatively high, with daily average outstanding loans amounting to $57.8 million in 1978, more than twice the $23.7 million figure of 1977. There were 2,440 loans totaling $10.5 billion made to 119 Eighth District member banks by the Federal Reserve Bank of St. Louis during 1978. This is a substantial increase over 1977, when 860 loans amounting to $5 billion were made to 63 member banks,
Fisctds-tge-n-t
As a fiscal agent of the Federal Government, the Federal Reserve Bank performs many services. The U.S. Treasury makes payments for various types of Government spending through accounts maintained in the System. Funds received by the Treasury are deposited into its account at the Federal Reserve Banks or into tax and loan accounts at designated commercial banks. These funds mainly represent receipts from payment of taxes and collections from the sale of Government securities to the public. Balances in the tax and loan accounts are transferred upon call to the account of the Treasury of the United States at Federal Reserve Banks in order for the Treasury Department to have use of the funds.
The Federal Reserve Banks also act on behalf of the Government in marketing Treasury securities. When the Treasury offers new securities, the Reserve Banks prepare and distribute applications and official offering circulars, receive subscriptions from those wishing to buy, allot the securities among the subscribers according to the terms of the offering, collect payment, and make delivery to the purchasers. With funds from the Treasury's account, Federal Reserve Banks pay interest on securities and redeem them at maturity. Reserve Banks also pay interest on and redeem securities of most Government-sponsored corporations. ihe pi~buiãksi ha, access to data aisd issi ortrsal Is in rs'lat.. rl''4IIlik(os\ lIiIsc'tiOhI l)\' rs'vi(''\ ili'.i tIll' iIII1LLCL sit l),LI5I,.
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The Federal Reserve Banks, as fiscal agents, will hold in safekeeping securities pledged to secure Government deposits in tax and loan accounts at commercial banks. Federal Reserve Banks also will hold securities of member banks in safekeeping. U.S. 
Research
The Federal Reserve System, working closely with other policymaking agencies in the Government, has the primary responsibility of formulating and implementing monetary policy. Through representation on the Federal Open Market Committee (FOMC), Federal Reserve Banks play an important role in formulating System policy.i The President of this Bank uses the information gathered in policy discussions at meetings of the FOMC. In addition, the 12 regional Federal Reserve Banks contribute to System awareness of local and regional business conditions through the collection of business, monetary, and financial data. mergers and holding company acquisitions on the communities to be served.
. Ra.nk RTcla.t.kia and I'al.Ii.c 1n.hirrn.atiRn The Bank Relations and Public Information Department establishes and maintains personal contact with all banks located in the Eighth Federal Reserve District through a structured bank call program and attendance at various banking functions, An effort also is made to increase public understanding of the functions, responsibilities, and policies of the Federal Reserve System by distributing films and publications, providing in-house tours, delivering speeches, and conducting seminars. Emphasis is placed on maintaming contact with schools and colleges in this District.
The Functional Cost Analysis Program offered to member banks is administered by this Department. This program provides participating member banks with bank operating costs by function and permits comparison with banks of similar size. Technical assistance is furnished during the first year to banks desiring to take part in the program. Last year, 46 Eighth District member banks participated in the activity. The $287 million paid to the Treasury was 82.8 percent of total earnings. In 1977, by comparison, 85.1 percent of total earnings was paid to the Treasury.
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